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ABSTRACT 


One of the most essential input components for the country's economic development is electricity. In India, there is a significant and growing need for power, which is 
developing in tandem with the country's corporate and industrial growth. The Indian electricity sector has reacted positively and made great headway in closing the 
demand-supply gap. The Indian electricity sector has one of the biggest development potentials in the world. However, there are still obstacles to overcome, such as 
generating more power and generating and distributing power effectively and at a low cost. The primary goal of this study is to look at the financial performance of 
NTPC and GUVNL during a three-year period from 2018-19 to 2020-21 in order to assess their financial strength. 
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INTRODUCTION: 

For a country's economic progress, infrastructure has become critical. Because it 
is the fundamental structural foundation for it. It is even more important in the 
case of developing countries, as their economic development, which has been 
neglected for a long time for various reasons, is heavily reliant on the develop- 
ment of an effective and efficient infrastructure that can respond to demand and 
provide the required services quickly and efficiently. Effective in terms of pro- 
viding the essential services in a timely and effective manner. The gold standard 
for infrastructure development is effective service. Infrastructure services, in 
turn, increase people's well-being, promote economic growth and productivity, 
and contribute to improve overall quality of life. As a result, infrastructure has 
been compared to the wheels of economic activity. Its failure, particularly in crit- 
ical areas such as power, diminishes productivity and has a significant impact on 
life quality. There is every reason to conclude that, despite the high cost, infra- 
structure investments in developing countries have been ineffective, and that the 
infrastructure has thus failed to provide the services expected of it. 


Any country's economic development, regardless of its size, is largely dependent 
on the development of its electricity sector, which is a crucial indicator of the 
country's overall economic progress. Not only is power fundamental to all home 
activities, but it is also central to economic development. In fact, it is the driving 
force behind economic expansion in all sectors, not just agriculture and industry, 
but also everything else. The success and profitability with which a country con- 
trols its power industry is crucial to its economic prosperity. Agriculture, indus- 
try, and other key economic sectors rely on the consistent and uninterrupted sup- 
ply of appropriate power throughout the year to develop and succeed. Apart from 
other considerations, the importance of power consumption in a country's eco- 
nomic development can be determined by looking at its power consumption. 
When power consumption across all sectors rises, the index of eco-development 
as a measure of progress rises as well. Typically, the relationship between elec- 
tricity use and economic growth is used to gauge progress. 


Electricity output is a fundamental measure of a country's size and level of devel- 
opment in all areas. Some countries export a huge amount of electricity, while oth- 
ers import a large amount of it. The agricultural industry in India accounts for the 
majority of consumption, notwithstanding its low revenue rate. Expanding 
power supply to fulfil the rising demand of an increasingly urbanised Indian econ- 
omy while avoiding unacceptably high costs is a big challenge. The consumption 
of energy in general, and access to electricity in particular, determines people's 
standard of living. It is a crucial aspect on which policymakers must concentrate 
their efforts and focus their attention. In terms of energy production and con- 
sumption per capita, India lags behind several other countries throughout the 
world. (2011, Fatima N) 


Power Scenario in India: 

In nearly every sector of action, power has become significant and indispensable. 
Many different types of customers use it. Electricity powers a plethora of 
devices, not only home ones. The use of power in industry knows no limitations. 
Different types of machinery that run on electricity are used in big, medium, and 
small-scale enterprises that have been major consumers of electricity, and power 
is necessary to run computers and robots. It is now possible to contact and speak 
with anyone, anywhere in the universe, via telephone, internet, e-mail, e- 
commerce, video conferencing, and other means. Due to the advancement of cur- 
rent communication methods, distance between locations is no longer signifi- 


cant. Satellites that support all of these communication channels are managed 
from an earth station using both conventional and non-conventional power tech- 
nologies. People's rising living standards contribute to increased energy con- 
sumption to fulfil various comforts via energy-intensive gadgets, such as electri- 
cal appliances, air conditioners, and other similar devices. However, India's 
energy production status has been a match for diverse consumer groups' power 
demand. A. Muthumone (Muthumone, 2008) 


The power sector's production efforts have not increased in a manner that is com- 
mensurate with and beneficial to people's consumption levels and standard of liv- 
ing. The gap between power generation and demand for power is always expand- 
ing. Despite the fact that there is a clear link between income and energy use, 
power development policies have not been successful thus far. Continuous 
energy production and delivery provides a push for economic progress. Energy 
consumption and national GDP are intertwined, and growing countries like India 
require a strong link between appropriate energy supply and economic growth. It 
is also obvious that economic development and the development of the power sec- 
tor are inextricably linked and interdependent. In both cross-sectional time series 
data and power sector statistics, there is a strong correlation between energy con- 
sumption and national income, implying that insufficient power generation and 
supply could stifle the country's economic progress. 


LITERATURE REVIEW: 

Singh and Srivastava (2004) proposed the Transmission System Operator con- 
cept, which allows the operation and ownership of the grid to be combined into a 
single organisation responsible for transmission network expansion, providing 
unrestricted open access to power to all market participants. Khurana and 
Banerjee (2015) used the Analytical Hierarchy Process (AHP 1) method to build 
a performance index that looked at the efficiency and productivity of various 
parts of the power sector value chain in terms of financial and operational perfor- 
mance. Yadav et al. (2009) conducted an inter-country performance review of 19 
developing countries, including India, and found that India ranked seventh out of 
the 19 countries analysed, highlighting the need of excellent management prac- 
tises. Malik et al. (2012) looked at the impact and efficiency of unbundling the 
generation segment, and found that unbundling firms improved plant availability 
by 4.6 percent and reduced forced outages by 2.9 percent. 


Shanmugam and Kulshreshtha (2015) used the SFA approach to measure the tech- 
nical efficiency of thermal power plants and found that the western region is 
more efficient than the other. Nag conducted the first DEA analysis on thermal 
power plants in India's power sector (2006). In terms of productivity, Behera et 
al. (2011) looked at thermal power plants and the influence of capacity addition 
on productivity. Shrivastava et al. (2012), on the other hand, examined the prob- 
lem of insufficient generating capacity expansions resulting in a scarcity of avail- 
able capacity. The topic of sustainability and climate change mitigation impera- 
tives was originally articulated by Vazhayil and Balasubramanian in their perfor- 
mance efficiency evaluation using DEA methodology for the Indian power sec- 
tor (2012). To estimate total factor productivity, Singh et al. (2013) used a DEA- 
based MPI4 technique to analyse the productivity shift in Indian coal-fired elec- 
tricity generation (TFP). Vyas conducted the first research of its sort in India, 
comparing the performance of commercial and public power producing busi- 
nesses (2015). The only study found in the hydropower generation section was 
Thakur and Jain (2009), who analysed the efficiency of 34 hydropower plants 
and highlighted a few inefficient power plants that needed to be improved. 
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Thakur (2005) conducted the first study to evaluate utility performance and 
benchmark in the context using the DEA technique. Thakur (2006) conducted 
another pioneering work on productivity analysis of state-owned electric utilities 
using MPI for the same sample utilities. Furthermore, Meenakumari et al. (2010) 
investigated the productivity improvement of state-owned utilities and found 
that only 60% of them have increased productivity. Meenakumari and Kamaraj 
(2008) used correlation and regression analysis, the first of its type in India, to 
investigate the isotonicity of the variables under investigation, selecting only pos- 
itively correlated input and output variables for the study. Similarly, Jain et al. 
(2010) investigated utilities in terms of cost factors such as operations and main- 
tenance, administrative, and general costs as input parameters for measuring per- 
formance efficiency and proposed that utilities be unbundled to improve perfor- 
mance. Yadav etal. (2013) investigated Uttarakhand distribution businesses, tak- 
ing into account the geography of the distribution areas, and conducted a sensi- 
tivity analysis using reliability indices, recommending restructuring as a feasible 
strategy for performance improvement. The huge rising losses in PDUs were 
explored by Pargal and Banerjee (2014), who calculated that the losses 
accounted for around 17 percent of India's gross fiscal deficit and 1% of GDP. 


Saxena et al. (2015) conducted the first study on NSE-listed firms in the Oil, Gas, 
and Power sector, attempting to benchmark inefficient units and suggesting tar- 
gets to improve performance efficiency of 24 organisations. A more thorough 
appraisal of performance The Ministry of Power introduced the Integrated Rat- 
ing Methodology (IRM) in 2013. It is used to incentivize or disincentivize PDUs 
in order to improve overall operational and financial performance. Many param- 
eters are covered by the technique, which are categorised as operational, reforms, 
regulatory, and financial (MoP, 2017). 


RESEARCH OBJECTIVE: 
To analyse the financial performance of selected 2 power companies 


Sample Size: 

In this study researcher has taken two power companies: 
1. NTPC (National Thermal Power Corporation Limited) 
2. GUVNL (Gujarat Urja Vikas Nigam Limited) 


Period of the Study: 
Financial data for the year 2018-19 to 2020-21 have been analysed in this study. 


Data Analysis Techniques: 
Ratio analysis and ANOVA testing has been used in this study to analyse the 
financial performance of selected 2 power companies of India. 


DATA ANALYSIS: 
1. Net Profit Margin: 


Net Profit Margin 








Company 2020-21 2019-20 2018-19 
NTPC 13.87 10.35 13.01 
GUVNL 3.81 2.89 1.95 











ANOVA 






Source of Variation P-value | F crit 





















Between Groups 136.0684 
Within Groups 8.466652) 4 | 2.116663 
Total 144.535 5 











H,l = There is no significant difference in Net Profit Margin Ratio between 
selected 2 power companies. 


H,1=There is significant difference in Net Profit Margin Ratio between selected 
2 power companies 


Thus, Fcal>Ftab and p-value is smaller than specified a of 0.05. 


So, H, is rejected and H, is accepted and it is concluded that there is significant dif- 
ference in Net Profit Margin Ratio between selected 2 power companies. 


2. ReturnonAssets: 


Return on Assets 








Company 2020-21 2019-20 
NTPC 4.01 3.08 4.03 
GUVNL 2.14 3.98 3.18 

















ANOVA 


Source of Variation P-value | F crit 

















Between Groups 0.550257, 1 0.550257 0.963183 0.381953 7.708647 
Within Groups 2.28516 4 0.57129 
Total 2.835416 5 | 
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H,2 = There is no significant difference in Return on Assets Ratio between 
selected 2 power companies. 


H,2 = There is significant difference in Return on Assets Ratio between selected 
2 power companies. 


Thus, Feal<Ftab and p-value is higher than specified a of 0.05. 


So, H, is accepted and it is concluded that there is no significant difference in 
Return on Assets Ratio between selected 2 power companies. 


3. Current Ratio: 


Current Ratio 








Company 2020-21 2019-20 
NTPC 0.97 1.01 0.79 
GUVNL 0.72 0.88 0.82 














ANOVA 






Source of Variation P-value | F crit 









Between Groups 0.020262 
Within Groups 0.04157 | 4 
Total 0.061832) 5 




















H,3 = There is no significant difference in Current Ratio between selected 2 
power companies. 


H,3 = There is significant difference in Current Ratio between selected 2 power 
companies. 


Thus, Fcal<Ftab and p-value is higher than specified a of 0.05. 


So, H, is accepted and it is concluded that there is no significant difference in Cur- 
rent Ratio between selected 2 power companies. 


CONCLUSION: 

The power supply and distribution component of the power sector is a critical 
link in the electricity supply chain since it provides last-mile connectivity to all 
customers while also producing money for the power sector. As a result, the dis- 
tribution of power is an essential component for a long-term future. The electric- 
ity industry has undergone various structural and regulatory changes in India 
over the last two decades, including the unbundling of state entities, the estab- 
lishment of independent regulatory bodies, and the implementation of reforms to 
improve the performance of power distribution utilities. However, for years and 
years, the performance of distribution utilities has been a major source of con- 
cern (Khurana and Banerjee, 2015). Consultants, advisors, practitioners, and aca- 
demicians take note of this and focus on improving distribution segment research 
and developing strategic solutions for the distribution sector's entire turnaround. 
To turn around the weak distribution business, strategic due diligence and more 
stringent reforms must be applied. As a result of the study, it can be stated that 
there is an urgent need to implement effective and efficient policy reforms and 
regulatory frameworks for the operational and financial turnaround of the distri- 
bution sector, particularly through the use of DEA methodology. Because the 
study was confined to the literature found in a few internet databases, there may 
be other undiscovered publications that can be used in future power sector 
research. 


REFERENCES: 

18 Behera S.K., Farooquie J.A., Dash A.P., Productivity change of coal-fired thermal 
power plants in India: A Malmquist index approach, IMA Journal of Management 
Mathematics 22(4) (2011), 387-400. 


I. D. Parameswara Sharma P.S. Chandramohanan Nair and R. Balasubramanian 
(2009) Financial Performance of The Paper Mills in Tamil Nadu. 


Ill. Debasish SS (2006) Efficiency Performance in Indian Banking-Use of Data Envel- 
opment Analysis Global Business review 7:325-333 


IV. Dudenhefer P., A guide to Writing in Economics, EcoTeach Center and Department 
of Economics, Duke University, Durham USA (2009). 


V. Fatima N (2011) performance Appraisal of Paper industry in India A Case Study of 
Some Selected Paper Mills. 


VI. Hegde G., Ramachandra T.V., Decentralised Electricity Supply through 
Renewables, Lake: Sahyadri Conservation Series 47 (2014). 


VU. Jain S., Thakur T., Shandilya A., A Non-Parametric Approach for Performance 
Assessment of Generation Utilities in India, Intr J. Of Advanced Engineering Sci- 
ences & Tech 1(1) (2010), 023-029. 


VIN. = Jain S., Thakur T., Shandilya A., Cost Benchmarking of Generation Utilities Using 
DEA: A Case Study of India, Technology, and Investment (2010), 229-234. 


IX. Jamasb T., Between the state and markets: electricity sector reform in developing 
countries, Utilities Policy 14 (2006), 14-30. 
X. Joshi SM (2008) Financial Performance Appraisal of Selected Engineering compa- 


nies in Gujarat. 


XI. Khetrapal P., Thakur T., A review of Benchmarking Approaches for Productivity 
and Efficiency Measurement in Electricity Distribution Sector, Inter. J. of Elec- 


International Education & Research Journal [IERJ] 


Research Paper 


XII. 


XU. 


XVI. 


XVII 


XXi. 


XXII. 


XXIII. 


XXIV. 


XXV. 


XXVI. 


XXVIL. 


XXVUI. 


XXIX. 


XXX. 


XXXI. 


XXXIL 


XXX. 


tronics and Electrical Engineering 2(3) (2014), 214-221. 


Khurana M., Banerjee S.G., Beyond Crisis: The financial performance of India’s 
Power Sector—A World Bank Study, Inter. Bank for Reconstruction & Develop- 
ment (2015). 


Liu J.S., Lu L., Lu W., Lin B., A survey of DEA applications, Omega 41 (2013), 
893-902. 


Malik K., Cropper M., Limonov A., Singh A., Estimating the impact of restructur- 
ing on electricity generation efficiency: The case of the indian thermal power sector 
(No. w17383), National Bureau of Economic Research (2011). 


McCaughey D., Improving Capacity Management in the Emergency Department: 
A Review of the Literature, 2000-2012, Journal of Healthcare Management 60(1) 
(2015), 63-75. 


Meenakumari R., Kamaraj N., Measurement of relative efficiency of state owned 
electric utilities in India using data envelopment analysis, Modern Applied Science 
2(5) (2008), 61-71. 


Meenakumari R., Subasri R., Jayamani S., Kamaraj N., Investigation on the 
improvement of operational performance of SOEU'S in India using dea based 
Malmquist Index, IEEE International Conference on Industrial Engineering and 
Engineering Management (2010), 963-966. 


Pargal S., Ghosh Banerjee S., India Power Sector Diagnostic Review-More Power 
to India: The Challenge of Distribution, World Bank, Washington, DC (2014). 


Saaty T.L., A scaling method for priorities in hierarchical structures, Journal of 
Mathematical Psychology 15 (1977), 234-281. 


Saxena P., Saxena R.R., Sehgal D., Efficiency evaluation of the energy companies 
in CNX 500 Index of the NSE, India using data envelopment analysis, 
Benchmarking 23(1) (2016), 113-126. 


Shanmugam K.R., Kulshreshtha P., Efficiency analysis of coal- based thermal 
power generation in India during the post-reform era, International Journal of 
Global Energy Issues, Inderscience Enterprises Ltd 23(1) (2015), 15-28. 


Shrivastava N., Sharma S., Chauhan K., Efficiency assessment and benchmarking 
of thermal power plants in India, Energy Policy. 40(1) (2012), 159-176. 


Singh A., Towards a competitive market for electricity and consumer choice in the 
Indian power sector, Energy Policy 38 (2010), 4196-4208. 


Singh S.K., Bajpai V.K., Garg T.K., Estimation of operational efficiency and its 
determinants using DEA: The case of Indian coal-fired power plants, International 
Journal of Energy Sector Management 7(4) (2013), 409-429. 


Singh S.K., Bajpai V.K., Garg T.K., Measuring productivity change in Indian coal- 
fired electricity generation: 2003-2010, International Journal of Energy Sector 
Management 7(1) (2013), 46-64. 


Singh S.N., Srivastava S.C., Electric Power Industry Restructuring in India: Pres- 
ent Scenario and Future Prospect 2004, IEEE International Conference on Electric 
Utility Deregulation, Restructuring and Power Technologies (2004). 


Sueyoshi T., Yuan Y., Goto M., A Literature Study for DEA Applied to Energy and 
Environment, Energy Economics, Accepted manuscript (2016). 








Thakur T., Jain S., Technical efficiencies for State owned electricity generation 
companies in India, International Conference on Power Systems (2009). 


Thakur T., Performance Evaluation of Indian Electric Power Utilities Based on 
Data Envelopment Analysis, International Conference on Power Electronic, 
Drives and Energy Systems, New Delhi (2006), 1-4. 


Vazhayil J.P., Balasubramanian R., Hierarchical multi-objective optimization of 
India's energy strategy portfolios for sustainable development, International Jour- 
nal of Energy Sector Management 6(3) (2012), 301-320. 


Vyas V.H., Financial performance analysis of selected companies of power sector 
in India, International Journal of Applied Research 1(6) (2015), 212-219. 


Yadav V.K., Chauhan Y.K., Padhy P., Gupta H.O., A novel power sector restructur- 
ing model based on Data Envelopment Analysis, Electrical Power and Energy Sys- 
tems 44 (2013), 629-637. 


Yadav V.K., Padhy N.P., Gupta H.O., Assessing the performance of electric utilities 
of developing countries: An inter-country comparison using DEA, IEEE Power & 
Energy Society General Meeting, Calgary, AB (2009), 1-7. 


International Education & Research Journal [IERJ] 


E-ISSN No: 2454-9916 | Volume: 8 | Issue: 2 | Feb 2022 





